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D.EFII:flTIONS. OF I<;EYTERMS

Capital structure: This is' defined as how' firms fund or finance their operations, ,development'S

and growth using various sources such as equity and debt{M~$$y & Mayers, 20'07)

Financial Accountabllityi This is' concerned with tracking and reporting on allocations,

disbursement and utilization of financial resources using the tools '01 auditing, budgeting and

accounting (Estermann '& Pruvot ,,2011)~

Financial sustainahllity: This' is the organization's ability to cover annual bug gets without

constraints and ensure' longevity of ail, organizatien, It is an institution's abiliiy to manage its

finances so .that it can meet its spending commitments, both now and in the future '(Thompson,
,2001).

Resource Allocatiorr: This refersto disbursement of funds or financial resources to various vote

heads within a firm.

xiii



.A,BSTRACT

The aim 'of this: study was to investigate the relationship between capital structure, resource

.allocation, financial aceountability and .financial sustainability of Universities li1 Uganda. Using

a cross sectional research design; the study enlisted data through questicnnaires and the ta.r:get

population included the senior university ma.l1a.~ers at, the center of ensuring financial

sustainability of universities (Supervisors, MIddle level management and the senior

management). Data ...analysis was conducted using descriptive, statistics. which included mean,

mode, percentages alia frequencies. Correlation and regression analyses were used to test the

research 'objectives and hypotheses respectively, The study found a strong positive significant

correlation between capital structure, financial accountability, resource allocation-and financial

sustainability of both public and. private universities. Based on the. findings and subsequent

discussions, it is therefore concluded that capital structure, financialaccountability and resource
allocation are essential for financial sustainability ofboth private and public Universities in

Uganda. The study recommends that universities should prioritize resource allocation to the most

crucial projects, pu.t 'in place optimal 'capital structure and uphold financial accountability 'as

these have ..been found necessary for improved financial susrainability withln universities.
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C}iAPTE~"O.NE,

[NTRODUCTION

1.0 Introduction

this chapter presents the background, statement of the, problem; objectives' of the study and

provides the significance of the study.

1.1 Background

Financial sustainability plays a critical role for organlzations to achieve to achieve effective

service delivery mandate. It is therefore associated with a number of benefits (Esterrnann &

Pruvot, 2:01J). Institutions with robust and sound financial systems besides established incomes

have.the potential, to fulfill their missions and respond to challenges occasioned by a dynamic. or

rapidly changing environment. Accordingly, financial ',$ust~ii1abUity aspires to ensure that

Institutions of higher learning are able to generate sufficient income 'in order to. offset.operational

costs in a manner thatis.efficlent and effective benefits (Esterrnann ,& Pruvot, 20 I l). Finandai

sustainability is the organization's capability to cover all Its planned expenditure.using available

resources (Sejjaaka, 2016). A sustainable institution must therefore be able to survive on its own

financial resources in the long run by its' means of generating, its own revenue and without

.depending 91'1 contributions from donors, financiers, or-third parties. IIi the case of universities,

financial sustainability implies that these institution's generate more, income from their existing

resources when,providing educational services (Sejjaaka, ,2016).

Despite the associated benefits, evidence suggeststhat globally institutions efhigher learning

are financially un sustainable (Sejjaaka, 2016; Kasozi ,,20.02,; Lapo.vsI~y,,20J 5). Jar example"

the skyrocketing- cost of meeting :hig)wi":e.cli.I~ation needs together with constrained .fUJidin~

sources create achallenge to' the lnstitutions of higher .learning in the United States and other,

developed countries world over (Lapovsky, ~o1'5). This scenario has led many Universities, and

1
-,
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